DIEAR ACTIVE
MEMBERS AND
RrETIREES:

The Board of Trustees of the
Policermen & Firemen Renre-
ment System of the City of
Detroirt is pleased o submit 1o
o the comprehensive annual
finaneial repaore for the fiscal
year ended June 30, 1998,

Firna~Noian Resunrs

"I.]TI'.II.'.IIIE'I'I. the past vear was

a highly ch1lh:ngme anud
demanding period i the
financial markets, the Board's
long term asset allocanien plan
once again proved tobe well-
pr:u.liil.'iunud to take advantage
of thie contiimed record-hreak-
ing performance of the finan-
cial markets. The nanceal
results achreved by the Board
of Trustecs went beyond the
nnprecedented results
achieved in prior years, The
Boards significant financial
results achieved durimg this
past vear included:

I The assets ol the System
increased by $487 mil-
liom, a 1 5% mcrease
sver the prioe year,

2 The funded status of
the System increased
ter 112% making the
System one of the

!-il.'I'Lil.I'L}_E"L"b‘l' 1510

fumels 1 the country.

i3, The imvestment imcore
recognized by the
Systen was §5 1 mil-
lism, an inereased of
1%, over the prier vear,

4. The system paird §151
midiice in benefies to
retirees, an inorease of
4% over the [ year.,

'The nverall rerern on

the assers of the System
was 170,

fi. The admumnstrative
expenses of the System
were |3% less than
those incurred mthe
JRrIOr year,

i

The active increase in pension
henchts recently anmounced
was made passible in large pars
by the sutstanding financial
performance of the Board of
“Trustees which continued
during the past year,

OTHER
Al.".{‘.l.'}ﬂ-'[!‘ll!il TVIE™~STS

T addinon to the fnanceal
resules achieved, the Board's
oither signiheant accomplish-
mients achieved during this
past year inclnded:

1. The Board retained a
T INAster secuniney

custodian having the
latest systerms and tech-
nology which should
further reduce the ad-
Iministrative expenses
of the System.

2, The System began
publishing a newsletter
TWICE [T YOar,

3. Staft began impl erment-
ing an internet wel site.

4, Further enhancements
to the System s state-of-
the-art compurer sys-
tems were implernented
to provide quicker
access o member files,

i

. The System conunued
to prowvide a toll-troe
t-;.'lc]llmuu e

{1-B00-3 39834},

1, rIlli'n.! 1_‘:i1'|'|-.1'||1-'i]i1_'i1.’5 uf 'I_'hu
tefephone system were
expanded ro handle an
ever increasing volume
af ealls fromm active
members and refirees,

7. We assigmed an adddi-
vianal sealf member 1o
handle calls from our
miermsbers amd retirecs
who prefer not to ailize
the welephone vowe
mail system,

At June 3, 1995 the System

had approsumately 5,334
active employee micitihers
amd approsimately 7,750
retirees and benehciarses.

This is a consofidared report

if the Defined Benefit Plan

and the Defined Contribution

Plan of the Retirement

system. The report consists

iof 5% (O sECTions:

I INTRODUCTORY SECTION
contains the Board of
Trustees lester of ransmit-
tal, lists Ketrement Board
memmbers, and summarizes
the Plan Benefit provi-
RIS,

1T Frsascian, Sec1ioN
contains the Independent
Audhiners report anid the
financial starements of
the Systerm.

I ACTUARIAL &
STATISTICAL SECTION
contains the results of the
anmual valuastson and stanis-
tical tables which contain
significant data pertaining
tar the Policemen &
Firemen Bietremont
System,

IV INVESTAMENT SECTTION
SUATHTEAFT 25 [TTVESTIent
acrivities and idenrifics
the System's advisors
and consuleants,
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VoOSPRCIAL INFORMATTON
SECTIOMN
contains the *Sabe Harbor
Faplaaton” provided o
reCients af distriltsons
froom gualthied plins m
order to sadsfy section
02t b af the frternal
Revenue Code.

WVIOOQUESTION & ANSWER
SECTION
containg commonly asked
Retirement Svstem related
(uEsTIcnS.

ACCOUNTING SYSTEM
ArMD REPORTS

These hnancial statements
have been prepared i sccor-
dance with g fJ"}' acee |J|:L‘1J.
ACCOLENTING leupl::a aprplicalde
by grevernmerntal units,

Fffoctve with che 194-05 fiscal
vemr, in accordance wirh stan-
dards pronvnleated by the
Crowernimental Accoumnting
Stancards Board (GASHE), the
Trustees adopred the Marker
Value basis af reporting for
investments, replacing hook
vabie. Accordimgly, all schedules
prresented in this repors reflect
changes in mearker valoe for all
Henremnent System asses.,

Rivi~UES

The reserves needed o fand
remrement henefits are accun-
lated through the collection of
employer and employee contri-
hutions and through income on
investments, Fmployer conri-
hutions for [W7-95 fiscal vear
totaled $45,1 20,578 while
erniployee contribunons were
FRA28.960, The Rerirement
SyStem et mivestment ingome:
for the fiscal year was 5542 mil-
Lo, This imcomme results in the
Prefinvesd Conemibation Plan
{Anmuity Savings Fund) interest
rate for 1W9-2000 Ascal vear

for b B7 07N,

FExremses

Benehit payisents are the
primary dishursements of

a1 Retirement System.
Clonsequently, recurring
benehit payiments presenbed
by the plan, rebunds of contr-
butsons from the Dehned
Contrbution Plan to termi-
nated employecs and the cost
of administering the system
comprise the total expenses,
Adbmdnistrative expenses are

bunded ].1h|a:||;. throngh

VeSS T THCOE,

Benofit disbursement for

[ 9U7-UE fiscal vear totaled
182 millicn, OF this amount
H131 million was paid ta fulfil
the Sysrem’s obligarion o irs

resrrants. Retunds to members
ur benchiciaries for reasans
of separation from service

or death totaled $30 mallion.

Fumsmimso ami
RESERVIES

The trust funds consist of
contributons and earmings
that are accumulared by rhe
Retirement System in order
to meet current and future
benefit obligatons o retiranes
and heneficianies, A higher
level of funding and a larger
accomulation of assers leads to
a greater potential for higher
inwestment icome. Connnmeis
improvement in the funding
of the System is the trustees’
ohjective.

A of Tuie 30, 1998 funds

of the System totaled 53,630
Billion, The sctuarial valuatson
dated July 1, 1998 reveals that
the Retirement Svstein is
more than tully funded.
INvVESTMENTS

The Retremient Systom invests
all availabile fusds m order to
e ze both current imcone
aid |un_g-—tL P ATeChiton.
The imvestiment [.rurtlulm -
vided revernes of $356 million
for 199798 fiscal year. The
primary oljectve of the
System’s investment policy is
tey assure that the System meets

INTRODUCTORY SECTION
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its responsibilities for provid-
ing retrement benets, The
perthidiois diversified fo pro-
vide the highest possible ogal
returi an the Systems asets
with the least exposure wo risk,
ACKNOWEEDGEMENTS
The preparation oot this repart
reflects the combined effores
of the Retrement Systems”
staff under the direction of
the Board of Trustees. It s
irbended to pmvi-.l:.' complete
and reliable information as a
Lrasis for making management
decisions, to disclose comple
ance with legal provisions, and
as A means of disserninating
vital and pertinent informarion
toeall acove and retred
members of the Policemen &
Firemen Retirement System
of the City of Detroit. This
report 1s being distributed o
all active members, redirees
and other interested parties,

Hespectiully subimirted,

Board of Trustees
Policemen & Firemen
Hetirement System
of the City of Detrai
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Erroerey EMrioYyEE
MirnneErs:
Mark F KnowrEs
Fire Fighter,
Fire Department
“lerm expires June S0, 1998
Bonatis [ STEMPIN
Sergearnt, Police Departmment
Term capires June 30, 1998
SAMUEL ARDELNOUR
Bartalion Fire Chicf,
Fire Department
lerm expires [une 30, 1999
Jinkiw CLARK

¥ I
Pilice DL‘_F::ITI.‘IHL'I!I:
lerm cxpires June 300, 1999
CTEORGE (CRZRCH
Fire Sergeant.,
Fire Department
Term expares June 30, 2IHI

LVERRICK Royal.
i hicer,
Police Department
lerm cxpires Jave 30, 2HKI

Ex-OIrreies
MirnneErs:
DEwmais W ArcHrs
Mavor
(L, HILE
Council Designate,
City Counel
SHAFTER TERRY 111
Treasurer
Tsabiit ViR s GN
Chief of Police
{:.:.m::: F.. Busn

ire Commissioner

OFFICERS:

VALERIE L. JOFNSON
Finanee Dhrector
Ex-otficio Secrerary

T HONAS A DRODowsET
Executive Secretary
BICHOLAS DEGEL
Assistant Secretary

AT LARY:

(TARRITL, BOEDRER,
SAITTH & O,

MAMEDRICAL DR 1omR:
Rrcmaarn 15 O, 2.0,

PERFORMANCE
EvVALUATTON:
SMITH BaRNEY

LEGanL ADpvisoR:
Romianis Lagac

BRralL ESTATE
COmSUL TANT:
THE TowssEND CRroup

MAsTER CUSTOIM AN

COMERICS BANK

FLULE SERYVICI
CONSLTETANT:
WATHON WYATT

SUMMARY OF PLAN BENEFIT PROVISIONS

AGE AND SERVICE
RETIREMEMNT

ELIGIBILITY - 15 years of
service regarilless of age,
Asaoitial AMOUST - A annu-
ity eqpual to the actuarial eguiva-
lent of the members accumu-
lated contribution account plus
a defined hencfit, which, when
addded 1o the anmuity will pro-
vide the following:
W [P f9st Memibors:
2% of AFC s the hrst
25 years of serace, with
Masimuen allowaiioe = 15722
ufa p:ltl'[:lll'l'lﬂlﬁi o frrerman's
Al rate (]FL‘H-]H]]L'[IHH.‘I:ﬁJ.IL.

® 1060 Plan Members;
2% of AFC tmes the first
35 years of service,

Ervricrive juiy 1, 1998*

® Pre-190%9 Members:
2.8% of AFC times the first
25 years of service, with
Maxomom allowanee = 15722
of a patrolman’s or fireman'’s
annual rate of compensation,

® FUED Plap Membors:
2.5 % ol AFC vimies lirst
25 yvears of service plus 2,19
times the mest 10 vears of
SUEVINE,

* Prearon FARCHE Tear effectios
T o ameniberr af vhe Denroir
Folice Cominaad (ffcers Aoodation
am M Doy Folee Diembomams £F

Sergeamrr Ao avid o umion
el Fire Bemeantrzer.

Members may elect to receive
their pecumulared contribution
account in g lump sum afrer 25
years of service: "[he defined
Benefit at retirement is then
reduced by the actuanial equiva-
lent of the amount of principal
withdrawn (no reduction is
muade with regard 1o the inter-
est portaon of the withdrawal),
Pre-1969 plan members may
choct T96% plan benefios at the
Hine of retrement.

Tvre oF AVERAGE Frval
COoOMPENSATION (AFC) -
Average of current compensa-
tion for ranks held each of
last 3 years,

TALUE o CONPENSATTON
RrEpUommoss INCEUDED 1IN
Proxston CoMPLTATION -
o member or former menm-
ber will soffer a dirmimting
of pension benetiss computa-
i due to redocton in
compensation ecause of
a biscal emergency.

DEFERRED

RETIRENMENT
(VESTED BENEFIT)

ELIGIRILITY - Age 40 wath 5
years of service.

ASNUAL AMOUNT = Sarmie as
regular retirement but based
on average bmal compensation
anid eredited serace at the
titne of termnation.

BENEFTT COMMENCEMENT -
Members hired prior to
785 Unreduced benefit
begins at the age when the
menmiber wankd have first hoen
eligible for regular renrement
bt the member concinued in
City service, Members hired
atver 6/30/85: Unreduced
bencht begims ar age 62, All
members may elecr a reduced
benefit payable immediately,

DUTY DISABILITY
RETIREMEMNT

FELIGHEETY - ™o e or
SEPVICE Tequirgment.

ANNUAL AMOUNT = fifi- 273 %
of final compensatson payable
tor the eligibility dare for regular
retirernent. Ater the chabiling
date for regular retirenent,
conmputed as o regular retires
ment benetit. Worker's come-
pensation payinents are otfset.

TEROA, members whe file
and receive a disability retire-
mient atrer Julv 1, 1995, receive
a hasic benefit of 205, of final
compensation and a supple-
miental henefic of 16 273% of
final compensation. Atter 24
micnths, members disablod
from any occupation continge
e recerve both henefirs; other-
wise, members receive only the
S henehr. Lpen attaining
rwenty-five vears of service,
miembiers receive only the basic
Benefit of 200, Members con-
vert to regular rerirement at
age 65, Worker's compensation
pavments are offser,



Sumiviary OorF Praw BENEFRT PrROVISIONS CoN™T

NON-DUTY
DISABRILITY

RETIREMENT

DUTY DEATH
BEFORE
RETIREMENMT

MNOMN-DUTY DEATH
BEFORE
RETIREMENT

POST-RETIREMENT
COST-OF-LIVIMNG
ADJUSTMENTS

ELIGIBILITY - 5 years if service.

ANNUAL AMOUNT -
Computed as a regular renre-
ment benchit, bur hased on
averare final compensation
and crodied service ar the
timne of disabiliny. Minimum
benchr is 20'% of average
final compensation.

ELGIBIITY - No age or
SCTVICE TeULTEment.

Arsuan AviorsT - Widow
receives 5/11 of a patralman's
or Areman’s compensation and
each child under age 18
receives 1/100of such compen-
sation with a maximum cotal
of 7433 of such compenszanion,
If there 15 noo wedionw, epch
chilid recoivies 174 of such coimi-
pensation with & maximam
bl of 142 of such compensa-
ficn, IF there is moowidow ar
children, each dependent par-
ent receives |6 of such eom-
pensation, Worker's compen-
AT OGN PavInens are offser.

ELGIBILITY - No age or
SUTVICE TROuTement.

ANNUAL AMOUNT - Same as
regular retirement henefit to a
widow or dependent widower,
bt reduced n accordance
with a TV joint and survivor
option election. Minimem
benefir is 200% of average final
compensation, IFthere is no
sponse, each child under 18
receives 17T of a patrolman’s
or fireman’s compensation
with a massmum toral of 2/7
of such compensation, If there
is o spoise of chilidren, each
dependent parent receives 1/7
of such compensation.

PuE-19a9 Prax MesBrRs:
Allowances merease in propar-
i b sctive member come-
pensation for the correspond-
g rank.

1969 Prax MEMBFRS:
Pensions increase e 2.23%,
of the original 1]1-:11:-:i4un
amoumt each fulv 1.

MEMBER
CONTRIBUTIONS

S o covered :-::.n?u,'ns.:utinn
payable uneil first eligible for
reguiar retirement,




